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administrative character and of signifi-
cant amount regularly contributing to
operating functions generally shall be
included in this function.

7000 Depreciation and Amortization.

This function shall include all
charges to expense to record losses suf-
fered through current exhaustion of
the serviceability of property and
equipment due to wear and tear from
use and the action of time and the ele-
ments, which are not replaced by cur-
rent repairs, as well as losses in serv-
iceability occasioned by obsolescence,
supersession, discoveries, change in
popular demand or action by public au-
thority. It shall also include charges
for the amortization of capitalized de-
velopmental and preoperating costs,
leased property under capital leases,
and other intangible assets applicable
to the performance of air transpor-
tation. (See sections 6–1696, 1830 and
1890.)

[Amdt. 241–58, 54 FR 5595, Feb. 6, 1989]

7100 Transport-Related Expenses.

(a) This function shall include all ex-
pense items applicable to the genera-
tion of transport-related revenues in-
cluded in section 9, Function 4800.

(b) Such expense related to services
of a magnitude or scope beyond an inci-
dental adjunct to air transportation
services shall not be included in this
function (see section 1–6(b)). Expenses
applicable to the generation of such
revenues shall be included in profit and
loss classification 8100, Nonoperating
Income and Expense-Net, and the ac-
counting modified to conform with
that of a nontransport division wheth-
er or not the service is organized as a
nontransport division.

(c) This function shall also include
expenses representing increases in
costs incurred in common with the air
transport service, to the extent such
increases result from the added trans-
port-related services, as well as a pro
rata share of the costs incurred by the
air carrier in operating facilities which
are used jointly with others. As a gen-
eral rule, this function shall not in-
clude those expenses, other than joint
facilities, costs, which would remain as
an essential part of the air transport

services if the transport-related serv-
ices were terminated.

[ER–841, 39 FR 11997, Apr. 2, 1974, as amended
by ER–1401, 50 FR 244, Jan. 3, 1985]

SECTION 12—OBJECTIVE CLASSIFICA-
TION—OPERATING REVENUES AND EX-
PENSES

00 General Instructions.
(a) Basic objective accounts, applica-

ble to all air carrier groups, are estab-
lished for recording all revenue and ex-
pense elements. These basic accounts
are in certain areas subdivided to pro-
vide greater detail for indicated air
carrier groups.

(b) Each air carrier shall credit the
gross revenues accruing from services
ordinarily associated with air transpor-
tation and transportation-related serv-
ices to the appropriate account estab-
lished for each revenue source. Ex-
penses incident to transport and trans-
port-related services shall be charged
to the accounts established in this sec-
tion in accordance with the objectives
served by each expenditure. However,
direct costs of forwarding traffic as a
result of interrupted trips, and refunds
of sales, shall be charged to the appli-
cable revenue account.

(c) To the end that the integrity of
the prescribed objective accounts shall
not be impaired, each air carrier shall:

(1) Charge the appropriate account
prescribed for each service purchased
or expense element incurred expressly
for the benefit of the air carrier regard-
less of whether incurred directly by the
air carrier or through an agent or other
intermediary, and (2) except as pro-
vided in objective account 77,
Uncleared Expense Credits, credit or
charge, as appropriate, the account
prescribed for each expense element
which may be involved in distributions
of expenses between (i) separate oper-
ating entities of the air carrier, (ii)
transport-related services and trans-
port services, or transport functions,
(iii) balance sheet and profit and loss
elements, and (iv) the air carrier and
others, when the expenses are incurred
initially by or for the benefit of the air
carrier. At the option of the air carrier,
standard rates applicable to each ob-
jective account comprising a particular
pool of expenses subject to assignment
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between two or more activities, may be
established for proration purposes, pro-
vided the rates established are predi-
cated upon the experience of the air
carrier and are reviewed and modified
as appropriate at least once each year.

TRANSPORT REVENUES

01 Passenger.
(a) Record here revenue from the

transportation of passengers by air, in-
cluding infants transported at reduced
fares, berth charges, surcharges for
premium services and other similar
charges. Revenue from airline employ-
ees, officers and directors, or other per-
sons, except for ministers of religion,
who are traveling under reduced-rate
transportation authorized by 49 U.S.C.
41511(a) and 14 CFR part 223, as well as
revenue from travel agents, cargo
agents and tour conductors traveling
at reduced fares, and revenues from
service charges for passengers trav-
eling on a nonrevenue basis shall be re-
corded in objective account 19 Air
Transport—Other.

(b) This account shall be subdivided
as follows by all air carrier groups:
01.1 Passenger—First Class.

Record here revenue from the air transpor-
tation of passengers moving at either stand-
ard fares or premium fares, or at reduced
fares not predicated upon the use of aircraft
space specifically separated from first class,
and for whom standard or premium quality
services are provided.
01.2 Passenger—Coach.

Record here revenue from the air transpor-
tation of passengers moving at special fares
reduced from the first class or premium fares
which are predicated upon both the oper-
ation of specifically designated aircraft
space and a reduction in the quality of serv-
ice regularly and ordinarily provided.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER–980, 42 FR 36, Jan. 3, 1977; 60 FR
66723, Dec. 26, 1995]

05 Mail.
(a) Record here revenue from the

transportation by air of both United
States and foreign mail.

(b) Fines and penalties imposed by
the United States Government and for-
eign governments in connection with
the carriage of mail shall not be
charged to this account but to profit
and loss account 89.9 Other Miscella-
neous Nonoperating Debits.

(c) This account shall be subdivided
as follows by all air carrier groups:
05.1 Priority.

Record here revenue from United States
mail for which transportation by air is pro-
vided on a priority basis.
05.2 Nonpriority.

Record here revenue from United States
mail for which transportation by air is pro-
vided on a space available basis.
05.3 Foreign.

Record here revenue from the transpor-
tation by air of mail other than United
States mail.

[ER–980, 42 FR 36, Jan. 3, 1977, as amended by
Amdt. 241–58, 54 FR 5595, Feb. 6, 1989]

06 Property.
(a) Record here revenue from the

transportation by air of property in-
cluding excess passenger baggage.

(b) Revenues resulting from services
incidental to the transportation serv-
ices such as collection of shipper’s in-
terest insurance premiums and charges
and fees for service such as pick-up and
delivery, assembly and distribution,
storage and handling, and C.O.D. col-
lection shall not be credited to this ac-
count but to profit and loss account 17
Air Cargo Services.

(c) This account shall be subdivided
as follows by all air carrier groups:
06.1 Freight.

Record here revenue from the transpor-
tation by air of property other than pas-
senger baggage.
06.2 Excess Passenger Baggage.

Record here revenue from the transpor-
tation by air of passener baggage in excess of
fixed free allowance.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER–1401, 50 FR 244, Jan. 3, 1985]

07 Charter.
(a) Record here the revenue from

nonscheduled air transport services
(except as otherwise required by profit
and loss Account 86 Income from Non-
transport Ventures) where the party
receiving the transportation obtains
exclusive use of an aircraft at either
published tariff or other contractual
rates and the remuneration paid by the
party receiving transportation accrues
directly to, and the responsibility for
providing transportation is that of, the
accounting air carrier. This account
shall also include revenues from air
transport services other than inter-air-
port services, whether scheduled or
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